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1FEDERAL ELECTION COMMISSION
Proposed r u le s  govern ing  th e  p u b lic  f in a n c in g  o f  P r e s id e n t ia l  cam paigns w i l l  be th e
s u b je c t  o f  a  12 /3 /86  p u b lic  h e a r in g . The 8/86  p ro p o sa l im plem ents p ro v is io n s  in
th e  " P r e s i d e n t i a l  E l e c t io n  Cam paign Fund A ct" and th e  " P r e s i d e n t i a l  M atch in g  
Paym ent A ccoun t A c t,"  w h ich  e s t a b l i s h  th e  r e q u ir e m e n ts  f o r  d e te r m in in g  when 
P r e s id e n t ia l  c a n d id a te s  a re  e l i g i b l e  fo r  p u b lic  f in an c in g , how such funds may be 
sp en t and th e  Commission’s  o b l ig a t io n  to  a u d i t  p u b lic ly  fin an ced  campaigns and to  
seek  repaym ent when a p p ro p r ia te . A d d itio n a lly , th e  p ro p o sa l sought comments on 
th e  r u l e s  g o v e rn in g  bank  lo a n s  made t o  a l l  c a n d id a te s  and  p o l i t i c a l  c o m m itte e s  
(see th e  8 /11 /86  Wash. R p t.). A ccording to  th e  Commission, th e  12/3 h e a r in g  w i l l  
fo c u s  on th e  p u b l i c  f in a n c in g  i s s u e s .  A t a  l a t e r  d a te  th e  C om m ission  w i l l  
d e te r m in e  w h e th e r  t o  h o ld  h e a r in g s  on th e  bank lo a n  p r o v i s io n s  o f  th e  p r o p o s a l .  
The h e a r in g  i s  scheduled  to  b eg in  a t  10:00 a.m., a t  th e  FEC's n in th  f lo o r  m eeting 
room, 999 E S t r e e t ,  N.W., W ashington, D.C. Persons w ish ing  to  t e s t i f y  m ust subm it 
comments by 11/21/86. For f u r th e r  in fo rm a tio n  c o n ta c t Fred E ilan d  a t  202/376-3155 
o r  t o l l  f r e e  a t  800/424-9530.
SECURITIES AND EXCHANGE COMMIS S ION
C o n sid e ra tio n  o f  w hether t o  adop t f i n a l  amendments t o  th e  In d u s try  Guides,
" S t a t i s t i c a l  D isc lo su re  by Bank H olding Companies," w i l l  be  th e  s u b je c t o f  an
11/25/86 SEC open m eeting . The amendments would c a l l  fo r  d is c lo s u re s  reg a rd in g
c e r t a i n  o u t s ta n d in g  c r e d i t s  t o  b o r ro w e rs  i n  f o r e ig n  c o u n t r i e s  e x p e r ie n c in g  
l i q u id i t y  problem s th a t  a re  expected  to  have a  m a te r ia l  im pact on t im e ly  repaym ent 
o f  p r i n c i p a l  o r  i n t e r e s t .  A lso , d i s c l o s u r e s  w ould  be  r e q u i r e d  f o r  c e r t a i n  
r e s t r u c tu r in g s  o f  th o se  o u ts ta n d in g  c r e d i t s .  A d d itio n a lly , th e  Commission w i l l  
c o n s id e r w hether to  is s u e  an in te r p r e t iv e  re le a s e  re g a rd in g  accoun ting  fo r  loan  
lo s se s  by  r e g i s t r a n t s  engaged in  len d in g  a c t i v i t i e s .  A ccording t o  th e  Commission, 
t h e  r e l e a s e  w ould  p ro v id e  i n t e r p r e t i v e  g u id a n c e  r e g a r d in g :  th e  need  f o r  
p ro c e d u ra l d is c ip l in e  in  d e te rm in in g  amounts o f  loan  lo s se s  to  be rep o rte d ; th e  
r e q u ir e m e n t  t o  a c c o u n t f o r  lo a n  c o l l a t e r a l  a s  r e p o s s e s s e d ,  w h e th e r  i t  i s  
rep o sse ssed  s u b s ta n tiv e ly  o r  fo rm a lly ; and v a lu a t io n  o f  s u b s ta n tiv e ly  o r  fo rm a lly  
rep o sse ssed  lo an  c o l l a t e r a l .  The open m eeting  i s  scheduled  to  b eg in  a t  10:00 a.m. 
a t  t h e  SEC, 450 F i f t h  S t r e e t ,  N.W., W ash in g to n , D.C. F o r f u r t h e r  in f o r m a t io n  
c o n ta c t Wayne G. P en track  a t  202/272-2130.
TREASURY, DEPARTMENT OF
The form  em ployers u se  t o  f ig u r e  each em ployee's w ith h o ld in g  f o r  F e d e ra l ta x  purposes,
Form W-4, Em ployee's W ithhold ing  A llow ance C e r t i f i c a te ,  h as  r e c e n t ly  been re v is e d
by  th e  IRS (s e e  IRS F a c t  S h e e t  8 6 -6 ) . The r e v i s i o n  o f  th e  1987 W-4 and th e
r e l a t e d  incom e t a x  w i th h o ld in g  t a b l e s ,  m an d ated  by  th e  Tax R eform  A ct o f  1986, 
w i l l  a f f e c t  ap p ro x im a te ly  100 m il l io n  wage e a rn e rs  and i s  th e  m ost s ig n i f ic a n t  
change  t o  th e  w i th h o ld in g  s y s te m  s in c e  1966, a c c o rd in g  t o  th e  IRS. F a i l u r e  t o  
f i l e  a  re v is e d  W-4 e a r ly  in  1987 may r e s u l t  in  an in a c c u ra te  amount o f  income ta x  
b e in g  w ith h e ld  fo r  1987. Taxpayers who have to o  l i t t l e  w ith h o ld in g  may be s u b je c t 
to  an e s tim a te d  ta x  p e n a lty . A t th e  11/18/86 p re s s  conference  u n v e ilin g  th e  new 
form, IRS Comm issioner Lawrence B. Gibbs s a id  o f  th e  re v is e d  W-4, " i t  c a p tu re s  th e  
s p i r i t  o f  th e  new ta x  re fo rm  law  because i t  i s  a  f a i r e r  form fo r  Am ericans to  use 
to  compute t h e i r  w ith h o ld in g s ."  A f te r  th e  f i r s t  o f  th e  year, in d iv id u a ls  needing 
in f o r m a t io n  on th e  W-4 may o b ta in  c o p ie s  o f  P u b l i c a t io n  505, W ith h o ld in g  and  
E stim a ted  Tax and P u b lic a tio n  919, I s  My W ithhold ing  C o rrec t?  by c a l l in g  1-800- 
424-FORM. A d d i t io n a l ly ,  ta x p a y e r s  can  c o n ta c t  th e  IRS O u tre a c h  P rogram . T h is  
s e r v i c e  w i l l  o f f e r  g ro u p  a s s i s t a n c e  a t  an IRS o f f i c e  o r  a t  th e  e m p lo y e r 's  s i t e ,  
and make a v a ila b le  a  v ideo  ta p e  w ith  l in e - b y - l in e  in s t r u c t io n s  fo r  th e  new form. 
E m p lo y ers  can  r e c e iv e  a s s i s t a n c e  th ro u g h  th e  IRS S m a ll B u s in e s s  W orkshop. 
In te r e s te d  groups may a rran g e  fo r  a  sp eaker th rough  th e  IRS O utreach Program. For 
fu r th e r  in fo rm a tio n  c o n ta c t th e  IRS P u b lic  A f fa ir s  D iv is io n  a t  202/566-4024.
2TREASURY, DEPARTMENT OF
G u id e lin es  fo r  making payments o f  ta x  and i n t e r e s t  in  c ases  in v o lv in g  e n t i t y - l e v e l
e x a m in a t io n s  o f  p a r t n e r s h i p s  and  S c o r p o r a t io n s  a r e  a m p l i f i e d  i n  IRS
A nnouncem ent 36 -1 1 4 , w h ich  i s  s c h e d u le d  t o  b e  p u b l i s h e d  i n  I n t e r n a l  Revenue 
B u lle tin  1986-47, d a ted  11/24/86. The Announcement supplem ents Announcement 86- 
108 (s e e  th e  1 0 /2 7 /8 6  W ash* R p t.) w h ich  p r o v id e s  i n s t r u c t i o n s  f o r  p ay m en t o f  
i n t e r e s t  on ta x  d e f ic ie n c ie s  fo r  tax p ay e rs  who w ish  t o  pay a c tu a l  o r  c o n te s te d  ta x  
d e f ic ie n c ie s  in  1986 in  o rd e r  t o  a ssu re  t h a t  i n t e r e s t  p a id  on such d e f ic ie n c ie s  in  
1986 w i l l  be f u l l y  d e d u c tib le  on t h e i r  1986 re tu rn s .  The Tax Reform A ct o f  1986 
p ro v id es  t h a t  i n t e r e s t  on m ost ta x  d e f ic ie n c ie s  o f  n o n -co rp o ra te  tax p ay e rs  w i l l  be 
t r e a te d  as  p e rso n a l i n t e r e s t  and, th e re fo re , n o t f u l l y  d e d u c tib le  a f t e r  1986. IRS 
A nnouncem ent 86-114  p r o v id e s  p r o c e d u r a l  g u id e l in e s  f o r  p a y in g  i n t e r e s t  w i th  
r e s p e c t  t o  e x a m in a t io n s  o f  p a r t n e r s h i p s  and  S c o r p o r a t io n s  f o r  t h e  fo l lo w in g  
s i tu a t io n s :  p r io r  t o  is su an ce  o f  a  f i n a l  p a r tn e r s h ip  a d m in is tr a t iv e  ad ju stm en t; 
f o l lo w in g  i s s u a n c e  o f  a  f i n a l  p a r t n e r s h i p  a d m i n i s t r a t i v e  a d ju s tm e n t ;  and , 
ta x p a y e r s  who h av e  a d ju s tm e n ts  made u n d e r  t h e  p ro c e d u re s  f o r  e n t i t y - l e v e l  
e x a m in a t io n s  and a d ju s tm e n ts  made in  o t h e r  ty p e s  o f  e x a m in a t io n s .  The 
announcement a ls o  in c lu d e s  a  ta b le  fo r  e s t im a tin g  i n t e r e s t .  Announcements 86-108 
and  86-114  su p p le m e n t r a t h e r  th a n  s u p e r s e d e  Rev. P ro c . 8 4 -5 8 , 1984-2  C.B. 501. 
Copies o f  IRS Announcement 86-114 may be  o b ta in e d  by  c a l l in g  202/566-4054.
Taxpayers can o b ta in  r e l i e f  from  e s tim a te d  ta x  p e n a l t ie s  fo r  1986 t o  th e  e x te n t  t h a t
th e y  underpaid  e s tim a te d  income ta x  because o f  th e  changes made by  th e  Tax Reform
Act o f  1986, acco rd ing  t o  th e  IRS. The IRS is su e d  Rev. Rul. 86-136 t o  e x p la in  th e  
e f f e c t  o f  r e t r o a c t i v e  f e a t u r e s  o f  t h e  new law  on  ta x p a y e r s ' l i a b i l i t y  t o  p ay  
e s t im a te d  t a x .  Rev. R u l. 86 -136  i s  s c h e d u le d  t o  b e  p u b l i s h e d  i n  t h e  I n t e r n a l  
Revenue B u lle t in  No. 1986-48, d a ted  12/1 /86 . The Tax Reform A ct o f  1986 p ro v id es  
r e l i e f  to  c a le n d a r y e a r  ta x p ay e rs  and to  c o rp o ra te  and in d iv id u a l  ta x p ay e rs  w ith  
f i s c a l  y e a r s  e n d in g  in  1986 o r  1987. P e n a l t i e s  w i l l  n o t  b e  im p o sed  on su ch  
underpaym ents o f  e s tim a te d  ta x  e x is t in g  up t o  3 /15/87  in  th e  case  o f  c o rp o ra tio n s , 
o r  4 /1 5 /8 7  in  th e  c a s e  o f  i n d i v i d u a l s .  H ow ever, u n d e rp a y m en ts  o f  a c t u a l  t a x  
l ia b il it y  because o f  changes made by  th e  A ct rem ain  s u b je c t  t o  i n t e r e s t ,  s in c e  th e  
A ct p ro v id e s  no r e l i e f  from  i n t e r e s t  on u n p a id  t a x  l i a b i l i t y ,  t h e  IRS s a i d  i n  a  
news r e le a s e . A copy o f  Rev. Rul. 86-136 may be o b ta in e d  by  c a l l in g  202/566-4054.
SPECIAL: TREADWAY ADDRESSES HOUS TON CPA SOCIETY
The " i n i t i a l  co n c lu sio n s"  o f  th e  N a tio n a l Com iss io n  on F rau d u len t F in a n c ia l  R eporting
w ere p re se n te d  by Commission Chairman James C. Treadway, J r .  t o  a  j o in t  m eeting  o f  
th e  Houston C hapter o f  th e  Texas S o c ie ty  o f  C e r t i f ie d  P u b lic  A ccountants and th e  
H ouston  C h a p te r  o f  th e  F in a n c i a l  E x e c u tiv e s  I n s t i t u t e  1 1 /1 8 /8 6 . He n o te d  t h a t  
"o u r i n i t i a l  c o n c lu s io n s  p o t e n t i a l l y  im p a c t a l l  — i s s u e r ,  r e g u l a t o r ,  a u d i to r ,  
e d u c a to r ,  d i r e c t o r ,  law  e n f o r c e r ,  and  p r o f e s s i o n a l  o r g a n iz a t io n "  and  p r e d i c t e d  
t h a t  "some o f  ou r co n c lu s io n s  w i l l  be c o n tro v e rs ia l  and w i l l  g e n e ra te  c o n s id e ra b le  
in p u t and comment."
The f i r s t  co n c lu sio n s  d iscu ssed  by  Chairman Treadway concerned th e  r e p o r t in g  
e n t i t y ,  a b o u t w h ich  h e  s a id ,  "o u r C om m ission  h a s  fo c u s e d  e x t e n s iv e ly  on th e  
r e p o r t i n g  e n t i t y  and i t s  m anagem ent, r e c o g n iz in g  t h a t  m anagem ent h a s  b o th  t h e  
i n i t i a l  and f in a l  r e s p o n s ib i l i ty  fo r  a c c u ra te  f in a n c ia l  s ta tem e n ts ."  He fu r th e r  
s t a t e d  t h a t  th e  C o m m issio n 's  re co m m en d a tio n s  w ere l im i te d  t o  th o se  t h a t  "would 
en h an ce  th e  o v e r a l l  c o n t r o l  e n v iro n m e n t w i th in  th e  c o r p o r a t io n ."  Mr. T readw ay 
l i s t e d  th e  e le m e n ts  th e  C om m ission  b e l i e v e s  a r e  n e c e s s a r y  f o r  a  sound  c o n t r o l  
environm ent. The e lem en ts  in c lu d e  m an d ato ry  and  m ore v i s i b l e  a u d i t  c o m m itte e s  
w i th  a d e q u a te  r e s o u r c e s  and th e  a u t h o r i t y  t o  i n i t i a t e  i n v e s t i g a t i o n s .  He a l s o  
s a id  th e  C om m ission  in te n d s  t o  p u b l i s h  "good p r a c t i c e "  g u i d e l i n e s  f o r  a u d i t
3com m ittees t o  fo llo w  and t h a t  th e  Commission b e lie v e s  th e  chairm an o f  th e  a u d i t  
com m ittee shou ld  be re q u ire d  t o  in c lu d e  a  l e t t e r  d e sc r ib in g  th e  a u d i t  com m ittee 's  
a c t i v i t i e s  i n  t h e  A nnual R e p o r t t o  S to c k h o ld e r s .  R eg a rd in g  i n t e r n a l  c o n t r o l s ,  
Chairman Treadway s a id  th e  Commission b e lie v e s  " in te r n a l  c o n tro ls  should  n o t be 
s t ru c tu re d  m echanically" and t h a t  th e  " c o r re c t  em phasis should  be on th e  o v e ra l l  
c o n tro l  environm ent." He s a id  t h a t  " c o r p o r a te  m anagem ent s h o u ld  b e  r e q u i r e d  t o  
ex p re ss  an o p in io n  on th e  adequacy o f  in te r n a l  c o n tro ls .  T h is co n c lu s io n  r e f l e c t s  
th e  Com m ission's b e l i e f  t h a t  in te r n a l  c o n tro ls  and in te r n a l  a u d i t  re p re se n t th e  
f i r s t  l i n e  o f  d e fe n s e  a g a i n s t  f r a u d u le n t  f i n a n c i a l  re p o rtin g ."  W ith re s p e c t  to  
th e  in te r n a l  a u d ito r ,  Mr. Treadway s a id  th e  Commission b e lie v e s  th e  c h ie f  in te r n a l  
a u d i t o r  sh o u ld  r e p o r t  d i r e c t l y  t o  th e  c h i e f  e x e c u t iv e  o f f i c e r  o r  a  s e n io r  
f i n a n c i a l  o f f i c e r ,  who i s  n o t  d i r e c t l y  in v o lv e d  in  th e  p r e p a r a t i o n  o f  th e  
com pany 's  f i n a n c i a l  s t a t e m e n t s .  He a l s o  s a id  th e  c h ie f  in te r n a l  a u d ito r  should  
have d i r e c t  a ccess  t o  th e  a u d i t  com m ittee and m eet r e g u la r ly  w ith  i t .
T u rn in g  n e x t  t o  t h e  p u b l i c  a c c o u n ta n t ,  Mr. T readw ay  s a id  t h e  C om m ission  
b e lie v e s  " th a t  co n tinued  p u b lic  i n t e r e s t  and a c t iv e  involvem ent in  a l l  a u d itin g  
s tan d a rd s  i s  d e s ir a b le . We th e re fo re  w i l l  recommend t h a t  th e  A u d itin g  S tandards 
B oard be  r e s t r u c t u r e d  t o  in c lu d e  k n o w le d g e a b le  p u b l i c  r e p r e s e n t a t i o n  and 
p a r t i c i p a t i o n . "  He a l s o  n o te d  t h a t  " n o n -a u d i t  s e rv ic e s  perform ed by  th e  p u b lic  
a u d ito r  co n tin u e  t o  be a  m a tte r  o f  p u b lic  in t e r e s t .  On th a t  is su e , th e  Commission 
h a s  i n i t i a l l y  c o n c lu d e d  t h a t  ASR 250 sh o u ld  b e  r e i n s t a t e d . "  In  a d d i t i o n ,  Mr. 
Treadway d isc u sse d  some o f  th e  same to p ic s  concern ing  p u b lic  acco u n tan ts  which he 
a d d re s s e d  d u r in g  h i s  sp e e c h  a t  t h e  AICPA's 9 9 th  A nnual M em bers' M ee tin g  and 
E x p o s i t io n  on 1 0 /2 1 /8 6  ( s e e  th e  1 0 /2 7 /8 6  Wash. R p t.) . F o r ex am p le , f r a u d  
d e te c t io n , m andatory membership in  a  p ro fe s s io n a l  q u a l i ty  assu ran ce  program , and 
o p in io n  shopp ing .
Commenting abou t th e  is s u e  o f  re g u la t io n  and law  enforcem ent, Mr. Treadway 
s a id ,  "The SEC s h o u ld  h a v e  f i n i n g  a u t h o r i t y  t o  d e a l  w i th  f r a u d u le n t  f i n a n c i a l  
re p o r tin g . Such a  to o l  cou ld  enab le  th e  SEC t o  f in e - tu n e  th e  s a n c tio n in g  p ro cess , 
t o  d i f f e r e n t i a t e  among d e g re e s  o f  c u l p a b i l i t y  o f  o f f e n d e r s  and  t o  e x t r a c t  any 
b e n e f i t  g a ined  by  w rong-doing, a s  th e  SEC does now w ith  in s id e r  tra d in g ."
R e q u e s ts  f o r  t h e  t e x t  o f  C hairm an  T rea d w ay 's  sp e e c h  may b e  made t o  th e  
N a tio n a l Commission on F ra u d u le n t  F in a n c i a l  R e p o r t in g , 1701 P e n n s y lv a n ia  Ave., 
N.W., W ash in g to n , D.C. 20006.
For further information contact Shirley Hodgson or Joseph Petito at 202/872-8190.
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